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E.O. 11652: N/A 
TAGS: EFIN, PO 

SUBJECT: FINANCIAL ASSISTANCE EOR PORTUGAL 

1. ACTION ADDRESSES ARE REQUESTED TO (1) URGE HOST GOVERN- 
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MENT TO PROCEDE PROMPTLY TO CONCLUDE THEIR CONTEMPLATED 
BALANCE OF PAYMENTS AGREEMENT WITH PORTUGAL AND (2) TO 
OBTAIN INFORMATION LISTED BELOW REGARDING INTENDED LOAN 
SO THAT WE CAN COMPILE THIS FOR ALL PARTICIPANTS IN ASSIST- 
ANCE GROUP. 

2. GIVEN PORTUGAL'S URGENT NEED FOR BALANCE OF PAYMENTS 
SUPPORT, AS CONFIRMED IN THE TWO MEETINGS OF THE ASSISTANCE 
GROUP, WE HOPE PARTICIPANTS CAN MOVE RAPIDLY TO SIGN AGREE- 
MENTS SO THAT SOME MEDIUM TERM ASSISTANCE WILL BE AVAILABLE 
TO PORTUGAL IN THE THIRD QUARTER OF THIS YEAR. (BECAUSE 

THE U.S. LOAN COMES FROM FY 1978 APPROPRIATIONS WE CAN NOT 
DISBURSE BEFORE OCTOBER I.) 

3. PLEASE REQUEST THE INFORMATION LISTED BELOW CONCERNING 
DETAILS OF HOST GOVERNMENT'S INTENDED BALANCE OF PAYMENTS 
ASSISTANCE FOR PORTUGAL. THE U.S. WILL COMPILE THIS 
INFORMATION ON INDIVIDUAL CONTRIBUTIONS AND DISTRIBUTE 

IT TO PORTUGUESE GOVERNMENT AND ALL PARTICIPANTS. A 
SUMMARY OF CONTRIBUTIONS WOULD ALLOW PARTICIPANTS AND 
THE PORTUGUESE TO ASSESS THE PROGRESS OF THE LENDING 
EFFORT AND ITS LIKELY SUCCESS IN MEETING PORTUGAL'S 
FINANCING NEEDS. PARTICIPANTS COULD ALSO ASSESS 
WHETHER ADDITIONAL COORDINATION, E.G., ON TIMING OF 
DISBURSEMENTS, WOULD BE DESIRABLE. 
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4. INFORMATION ON THE FOLLOWING CHARACTERISTICS OF IN- 
DIVIDUAL CONTRIBUTIONS IS REQUESTED: (A) AMOUNT OF 
INTENDED LOAN (B) FINANCIAL MECHANISM (C) TERMS OF LOAN, 
INCLUDING MATURITY, INTEREST RATE, AND GRACE PERIOD 

(D) PROCUREMENT PROVISIONS (E) EXPECTED DATE FOR SIGNING 
OF BILATERAL LOAN AGREEMENT (F) INTENDED SCHEDULE OF 
DISBURSEMENTS, INCLUDING ANTICIPATED DATE OF FIRST 
DISBURSEMENT (G) ENVISAGED RELATIONSHIP BETWEEN DISBURSE- 
MENTS AND PORTUGUESE ECONOMIC PERFORMANCE. 

5. EMBASSIES SHOULD ALSO INQUIRE WHETHER HOST GOVERNMENT 
BELIEVES ADDITION L U.S. ASSISTANCE TO GATHER INFORMATION 
AND REPORT ON THE PROGRESS OF THE LENDING EFFORT AND PORTU- 
PORTUGUESE ECONOMIC RECOVERY WOULD BE HELPFUL. 

6. AS THE U.S. HAS PREVIOUSLY INFORMED OTHER PARTICIPANTS 
IN THE LENDING ARRANGEMENT, WE ANTICIPATE THAT OUR OWN 
CONTRIBUTION WILL HAVE THE FOLLOWING CHARACTERISTICS: 

(A) AMOUNT; $300 MILLION (B) MECHANISM; BALANCE OF PAY- 
MENTS LOANS FROM THE U.S. GOVERNMENT, USING APPROPRIATED 
FUNDS (C) TERMS; LOANS WOULD HAVE A MATURITY OF TEN YEARS 
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INCLUDING A THREE YEAR GRACE PERIOD; INTEREST WOULD BE 
AT THE COST OF MONEY TO THE U.S. TREASURY (CURRENTLY 
ABOUT 7.5 PERCENT). (D) PROCUREMENT PROVISIONS; LOAN 
WOULD BE COMPLETELY UNTIED, E.G., NOT TIED TO U.S. EX- 
PORTS, SPECIFIC PROJECTS OR COMMODITIES. (E) BILATERAL 
LOAN AGREEMENT WOULD BE SIGNED PRIOR TO OCTOBER 1977. 

(F) TWO DISBURSEMENTS ARE ANTICIPATED. THE EIRST, PROB- 
ABLY FOR $200 MILLION, WOULD BE IN OCTOBER 1977; THE 
SECOND WOULD BE IN MARCH OR APRIL OF I978.7G) THE FIRST 
DISBURSEMENT WOULD BE LINKED TO INITIATION OF NEGOTIATIONS 
WITH THE IMF ON AN ECONOMIC PROGRAM TO SECURE ACCESS TO 
PORTUGAL'S SECOND CREDIT TRANCHE. THE SECOND DISBURSEMENT 
WOULD BE CONDITIONED ON PORTUGAL'S CONTINUED COOPERATION 
WITH THE IMF IN IMPLEMENTING AN ECONOMIC RECOVERY 
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PROGRAM. 

7. IN THE INTEREST OF CONCLUDING ARRANGEMENTS SO THAT 
THE PORTUGUESE AND OTHER PARTICIPANTS CAN BETTER PLAN 
FINANCIAL PROGRAMS THROUGH THE END OF THE YEAR, WE WOULD 

APPRECIATE RESPONSES TO THE ABOVE QUESTIONS AS SOON AS 
POSSIBLE BUT HOPEFULLY NO LATER THAN JULY 31. 

8. EOR LISBON. EMBASSY MAY WISH TO SUGGEST TO GOP THAT 
PENDING EINAL COMMITMENTS ON PAR;ICIPATION BY ADDRESSEE 
HOST GOVERNMENTS, GOP SHOULD BEGIN MAKING ARRANGEMENTS 
FOR NEGOTIATING BILATERAL LOAN AGREEMENTS. VANCE 
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